CONNECTICUT’S ECONOMIC COMPETITIVENESS STRATEGY
AT A GLANCE

This report underscores a unique opportunity
to improve the State’s long-term competitive position.

Implementing these initial recommendations will
enhance the ability of Connecticut’s businesses and
citizens to compete more effectively as we enter the
21st century.

Industry Clusters will help pave Connecticut’s road to
economic prosperity, and put in motion a force that
will improve the quality of life for all our residents for
years to come.
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In 1997, Governor Rowland recruited senior
executives from large and small companies
throughout Connecticut to form five Industry
Cluster Advisory Boards:

» Financial Services
» Telecommunications & Information
» Health Care Services
» Manufacturing
> High Technology
(Tourism had already been established)

CONNECTICUT’S ECONOMY:
PROGRESS AND CHALLENGES

Connecticut’s economy continues its recent
rebound with expanding employment, high
income, increased output, and rising levels
of business and consumer confidence. Now
in the midst of a five-year upward trend
following the severe downturn suffered
during the 1989 - 1992 recession, the State’s
expansion is anticipated to continue.

Connecticut’s economy is far more diversified
than it was 30 years ago. As the State
approaches the 21st century, both its estab-
lished and emerging industries are flourishing.

At the same time, the revitalization of State

government is well underway, and is becoming
more responsive to both the needs of Connecti-
cut’s businesses and our residents.

These are exemplified by lower tax rates,
increased investments in education and training,
reform of the welfare system, a State budget
surplus, and major state agency restructuring.

RISK FACTORS IN THE STATUS QUO
While poised for continued growth, significant
risk factors exist that threaten future prosperity,
particularly if Connecticut is faced with a cyclical
downturn in the economy. The most obvious
danger areas are:

» Skilled labor shortages, particularly in
high technology and manufacturing

» Population growth lagging and age
increasing

» Insufficient pool of math, science, and
engineering graduates

» Major urban problems remain

» High reliance on success of financial
markets

» Lower rate of start-up company growth

» Physical infrastructure aging

> “Business-friendly” image still lagging

FOCUS ON COMPETITIVENESS

The industry cluster model of economic
development provides Connecticut with the
best chance of managing its economic future.
It focuses the State’s leadership on the central
issues of competitiveness — increased
productivity and innovation. Simultaneously,
it requires new levels of collaboration between
competing businesses and between business,
education, government and labor. These

are what make industry clusters such a
powerful tool.



VALUE TO BUSINESS

Market experience in other states and from
around the world has demonstrated that the
interdependencies inherent in industry clusters
prove to be a distinct competitive advantage.
Specifically, an industry cluster creates:

» Greater number of and access to an
industry-specific skilled workforce

» More up-to-date market/customer
intelligence

» Earlier awareness of new products
being developed

» Quicker diffusion of new technologies
and processing techniques

» Highly specialized suppliers in close
geographic proximity

» Greater industry expertise among
financial institutions

» Larger, cluster-focused investments
by government and educational
institutions in specialized “economic
foundations” and infrastructure

VALUE TO INDIVIDUALS

When an industry cluster begins to grow,
individuals and geographic regions benefit
greatly. Specifically, the result is:
» Increasing number of value-added,
higher paying jobs
» Greater job security and options
because the region becomes less
dependent upon one industry
» Educational and training systems
become more relevant and effective
» Opportunity and motivation increases
to establish new, start-up businesses
» Local companies benefit from
increased purchasing in the area
» More R&D investments are made in
conjunction with local universities
and research hospitals

CONNECTICUT CAN COMPETE —
INDUSTRY CLUSTERS ARE THE KEY

A growing number of nations, states,

regions and cities have successfully intoduced
industry cluster initiatives. In the United States
these include Arizona, Florida, Maryland,
Massachusetts, North Carolina, Oregon,

and Silicon Valley. Their choice to implement
broad-scale cluster initiatives has been

based upon the recognition that traditional
economic development efforts, will not, by
themselves, have a sufficient nor timely
enough impact on strengthening the region's
ability to compete globally.

Connecticut has more than sufficient business,
education, workforce, and infrastructure to
compete with these and other areas of the
world. However, at this point in time, it will
require the State’s private and public-sector
leaders to agree to move in concert to sharply
improve the business environment.



1998/1999

THE CHALLENGE OF » Extensive collaboration is required will help increase the pace of change
COLLABORATION » Regional and local cluster activities required

Experience has shown that activating success- are essential and should be » Reallocate existing resources

ful industry clusters is a challenging task. reinforced whenever possible to fund cluster
Many businesses and public sector leaders do » Widespread understanding of the initiative

not yet fully understand that industry clusters dynamics of global competitiveness

provide a competitive advantage. Similarly,
there is natural skepticism to claims that this
collaborative process of identifying common
problems and opportunities will speed up the
elimination of constraints and impediments to
increasing productivity and innovation.

STRONG, VISIONARY AN OVERVIEW

LEADERSHIP IS NEEDED

In order to create a broad-scale commitment
to collaborate and overcome the concerns

of private sector, government agency, and
educational leaders, the Governor and
legislators must exhibit strong, visionary
leadership. This must be matched by the
commitment of the many executives
participating on the industry cluster advisory
boards to rally their associates in support of
this cluster initiative.

GUIDING PRINCIPLES

There are a series of guiding principles that
have helped shape and focus the recommen-
dations. These are:

» Business leadership must be willing
to take primary responsibility for the
cluster initiative

» Bipartisan support is required,
as well as a commitment that
transcends the political calendar

» Medium and small companies must
be a priority

» Re-igniting Connecticut’s entrepre-
neurial energy is essential

» The State should not try to choose
“winners and losers”










